
FEDERAL ELECTION COMMISSION
WASHINGTON. D.C. 20463

Edward L. Diefenthal
••••• APR 2 1 2005
Metallic, LA 70605

RE: MUR5652

Dear Mr. Diefenthal:

On April 5, 2005, the Federal Election Commission found reason to believe that you
violated 2 U.S.C. § 441a(aXlXA), a provision of the Federal Election Campaign Act of 1971, as
amended ("the Act"), by making contribution to Terrell for Senate, which exceeded the Act's
contribution limits. However, after considering the circumstances of this matter, the
Commission also determined to take no further action and closed its file as it pertains to you.
This finding was based upon information ascertained by the Commission in the normal course of
its supervisory responsibilities. See 2 U.S.C. § 437g(aX2). The Audit Report, which more fully
explains the Commission's finding, is attached for your information.

The Commission reminds you that making contributions to a candidate or his or her
authorized committees that exceed the Act's contribution limits is a violation of 2 U.S.C.
§ 441a(a)(lXA). You should take steps to ensure that this activity does not occur in the future.

You are advised that the confidentiality provisions of 2 U.S.C. § 437g(a)(12)(A) remain
in effect, and that this matter is still open with respect to other respondents. The Commission
will notify you when the entire file has been closed.

If you have any questions, please contact Jack A. Gould, the attorney assigned to this
matter at (202) 694-1650.

Sincerely,

Scott E. Thomas
Chairman

Enclosure
Audit Report



Report of the
Audit Division on
Terrell for Senate
July 19,2002 - December 31,2002

Why the Audit
Was Done
FedenI law permits the
Commission to conduct
audits and field
investigations of any
political wnHnittpe that is
required to file reports
under the Federal
Election Campaign Act
(the Act). The
Commission generally
conducts such audits
when i committee
appears not to have met
the threshold
requirements for
substantial compliance
with the Act1 The audit
determines whether the
commitiee complied with
the limitations,
prohibitions and
disclosure requirements
of the Act.

Future Action
The Commission may
initiate an enforcement
action, at a Iffer time
with respect to any of the
matters discussed in this
report.

About the Committee (p. 2)
Terrell for Senate (TFS) is the principal campaign committee for
Suzanne Haik Terrell, Republican candidate for the U.S. Senate
from the state of Louisiana, and is headquartered in Alexandria,
Virginia. For more information, see the chart on the Campaign
Organization, p.2.

islivily (p. 2)
• Receipts
o Prom Individuals
o Pram Political Party Committees
o Pram Other Political Committtes
o Transfers from Other Authorized

Committees
o Loans-Made or Guaranteed by the

Candidate
o Total Receipts

Total Operating & Other

$2.532.544
154.726
665.149
420,500

300,000

$4,072^19

$3,721,155

(P-3) .
Receipt of Prohibited Corporate Contributions (Finding 1)
Receipt of Contributions that Exceed Limits (Finding 2)
Receipt of Bank Loan (Finding 3)
Misstatement of Financial Activity (Finding 4)
Failure to Itemize Contributions from Individuals (Finding 5)
Failure to Itemize Contributions from Political Committees
(Finding 6)
Disclosure of Proceeds from Joint Fundraising Activity
(Finding 7)
Disclosure of Occupation and Name of Employer (Finding g)
Failure to Hie 48-Hour Notices (Finding 9)

2US.C|43S(b).
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Parti
Background
Authority for Audit )
This report is baaed on an audit of Terrell for Senile (TFS), undertaken by the Audit
Division of the Federal Election Commission (the Commission) in accordance with the
Federal Election Campaign Act of 1971, as amem^ Hie Audit Division
conducted the audit pursuant to 2 U.S.C. 14380)), which permits the Commission to
conduct audits and field investigations of any poh'tical committee that is requiied to file a ;
report under 2 U.S.C. §434. Prior to conducting any audit under this subsection, the
Commission mutt perform an intenial review (^reports filed by selected coarnitiees to
determine if the reports filed by a particular committee meet the threshold requirements
for substantial compliance with the Act 2 U.S.C 9438(b).

Scope of Audit
Following Commission approved procedures, the Audit staff evaluated various factors
and Ma result, this audit examined:
1. The receipt of excessive contributions and loans.
2. The rectipt of contributions from prohibited sources.
3. Thedisdosure of contributions received.
4. The consistency between reported figures and bank records.
5. TIIC codftptetencss of ift^mds.
6. OttiB committee operations necessary to the review.

Change* to the Law
On March 27.2002. President Bush signed into law the Bipartisan Campaign Reform Act
cf2Q02(BCRA). The BCRA contains many substantial and technical changestothe
federal campaign finance law. Moat of the changes became effective November 6,2002.
Except for the period November 7,2002, through December 31,2002, the period covered
by this audit pre-dates these changes. Therefore, the statutory and regulatory
requirements died in this report are primarily those that were in effect prior to November
7.2002.



Partn
Overview of Campaign

Campaign Organization

Important Dates
•
•

Date of Registration
Audit Coverage

Headoiuuten

Biink Information
• Bank Depositories
• Bank Accounts

Treasurer
• Treasurer When Audit Was Conducted

• lYeasurer During Period Covered by Audit

Managrnimt InfffmnfiMi
•
•

•

Attended FBC Campaign nnance Seminar
Used Commonly Available Campaign
Management Software Package
Who Handled Accountifif , Recordkeeping
Tasks and other Day-to-Day Operations

TerreD for Senate
July 16, 2002
July 19, 2002 • December 31. 2002

Alexandria. Virginia

1
1 Checking, 1 Money Manager (Savings)

Biyan Blades (Starting March 31, 2003)
Justin Schmidt (Starting December 22. 2003)
CUffNewlin

No
Yes

Vita Levantino - Consultant

Overview of Financial Activity
(Audited Amounts)

Cash on hand * July 19. 2002
Receipts

o Prom Individuals
o PnmPolitica] Patty Committees
_ R.__ f\mt- •* •!*!__! ^^»__^_J««___

o Tmnafen ftom Other Authorized Committees
o Loam -Maoe or Ouaranteed by the Candidate

Total Recefaits
Total OperathM aad Other Diaburaements
Cash on hud « Deeanber 31, 2002

$0

$2.532.544
154.726
fft I 4(tQ05.149
420.500
300,000

$4072419
$3.721.155

$351,7M



Partm
Sumnuuries
The interim audit report (IAR) was forwarded to TFS for response on May 21.2004. The
Audit staff contacted counsel far the committee and verified receipt of the report The
response was due on June 23,2004. TFS requested and received a 15-day extension to
July 8,2004 to respond to the IAR. On July 20,20(H,TresubiTiitted (draft) amended
reports for the Audit staffs review prior to filing them with die Commission. Our review
indicated die amendments were deficient; materially resolving only two of the findings.
This infbnnstion was idayed to 1TC representatives^ TFS
representatives indicated they are working on a response. To date, no further response
has been received; nor amended reports filed with the Commission. ' •

Findings and Recommendations

Finding 1. Receipt of Prohibited Corporate Contributions
TFS recei ved 65 prohibited contributions totaling $64,600 from 47 different Uinited
Liability Companies (LLCs) and cuipoiate entities. The Audit staff recommended that
TFS either provide evidence that these contributkm were not from prohibited sources or
refund the $64,600. (For more detail, see p. 5)

Findings. Receipt of Contributions that Exceed Umits
A review of contributions from individuals and political committees identified 541
contributions, totaling $552.773, which exceeded the contribution limits. In Some
instances the contributions were solicited after the election to which they relate but there
were insufficient net debts to allow ITS Co keep the contribution. The Audit staff
recommended that TFS either provide evidence that the identified contributions were not
in excess of the limitations or refund $552.773. (For more detail, see p. 7)

Finding 3* Receipt of Bank Loan
The Candidate loaned TFS $101,000 from the proceeds of a bank loan. The Audit staff
was unable to determine if the bank perfected its security interest in collateral for the
loan, The Audit staff recommended mat TPS provide documentation to show the loan
was property secured (For more detail, see p. 10)

Finding4. Misstatement of Financial Activity
TfS misstated receipts, disbursements, and the endrng cash balance during 2002. The
Audit staxT recommended that TFS amend its leports to conect the misstatements.
(For more detail, see p. 11)



Findings. Failure to Itemise Contributions from
Individuals
A sample lest of contributions revelled UutTFS did KX itemize 15% of the contributions
from individuals on Schedules A as requiied. The Aiidit staff recommended that TFS file
•mended Schedules A, by reporting period, to disclose contributions not previously
itemized. (For more detail, see p. 13)

Finding 6. Failure to Itemize Contributions from Political
Committees
TFS did not itemize 80 contributions totaling $134.597 received from political •

en committees. The Audit staff recommended that TFS file amended Schedules A
& dsclrang tfie contributions iic< previously to

^ Finding?. Disclosure of Proceeds from Joint Fnndiaising
r N Activity
*T TFS failed to property disclose the receipt of net proceeds from johttfundriising activity
^ with Louisiana Victory 2002 FundiixiTcncllVictCTyCoiniirittee. The Audit stiff
£> recommended thai TTOfikameiiM report

more detail, see p. 15)

Findings. Disclosure of Occupation and Name of
Employer
TFS did not adequately disclose occupation and/or name of employer inibnnation for
1,173 contributioni from individntljtotsKng $812̂ 85. In addition, TFS did not1
demmistrste best efforts to obtain, insiriuin arid siibrmt the mfbnnatiorL The Audit staff
recommended that ITS either provide documentation that deiuoiistiates beat efforts were
made to obtain the missing information or contact each contributor lacking the
information, submit evidence of such contact, and disclose any information received in
amended reports. (For more detail, see p. 16)

Finding 9. Failure to File 48-Hour Notices
TFS failed to file 48-hour notices for 77 contributions totaling $106.100. The Audit staff
recommended that ITS provide evidence that 48-hour notices were timely filed.
(For more detail, see p. 17)



Part IV
Findings and Recommendations

The following finding! were discussed with the IPS' representative it the exit
conference. Appropriate workpapen and supporting schedules were provided.

The interim audit report (IAR) wu forwarded to TRS for responie on May 21,2004. The
AudtttstafTconUK^edcounid for the (xmrnittee and verified The
response was due on June 23,2004. TTO requested and received a 15-day extension to

O July 8.2004 to respond to the IAR. On July 20,2004, TfS submitted (draft) amended
O reports for the Audit staff* a review prior to filing them with the Commission. Our re view
1/1 indicated the amendments were deficient; materially resolving only two of the findings.
*~! This infbnnatkm was relayed to TFS representatives via email on July 21,2004. TFS

representatives indicated they are working on • response. To dale, no Anther response
has been received; nor amended reports filed with the Commission.

[Finding 1. Receipt of Prohibited Corporate Contributions |

TFS received 65 prohibited contributions totaling $64,600 from 47 Limited Liability
Companies (LLCs) and corporate entities. The Audit staff recommended that TFS either
provide evidence that these contributions were not from prohibited sources or refund the
$64,600.

A. Receipt of Prohibited Contributions - Candidates and committees may not accept
contributions (in the torn of money, in-kind contributions or loans):
1. In the name of another; or
2. From the treasury funds of the following prohibited sources:

• Corporations (this means any incorporated organisation, including • non-stock
corporation, an incorporated membership organization, and an incorporated
cooperative);

• Labor Organizations;
• National Banks;
2 U.S.C. M441b, 441c, 441e. and 441f.

B. DeniiitkmofUniitedlJabllityO»i|i«iy. A Uraited liability company (LLC) is a
business entity recognized as an LLC under the laws of the state in which it was
established. HCFRftll0.1(gXl).

C AppUtttlonofUniitsandlVohibitioiiitolXC^iitribution^ A contribution
from an LLC is subject to contribution limits and prohibitions, depending on several
factors, as explained below.
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Ll£s* Partnership. The contribution iiccmiideredi contribution from a
partnership if the LLC chooses to be treited is a pntnenUp under Intenud Revenue
Service (IRS) tax rules, or if it makes no choice* all about its tax status. A
cofitribiitionbyapaTtiiefihipisjtttribuledtt
her iharerf the partnership profits. HCFRH110.1(eXl)tnd(g)(2).

• IXC tt Corporation. Tlie contribution is coiisidentfftc^^
is barred under the Act— if the LLC chooses to be treated u a cofpontion under IRS
rales, or if itsihatti are traded publicly. HCFRfli0.1(gX3).

• LLC with Single Member. Thecxmtributionisconsic^nsdaccittribiiUonfroma
•ingle individual if the LLC is a single-member LLC that has not chosen to be treated
as a corporation under IRS rales. UCFRftll0.1(gX4).

D. Limited UaJrtlity Comply ̂  At
the time it makes a contribution, an LLC must notify the recipient commi nee:
• Thatitisetigibletoniakethecomribiition;and .. .
• u the case rfu LUC that coiisiden itself a pai

contribution should be attributed annng the 11^ 1JCFR ftl!0.1(gX5).

E. QuestionaMeCoBtribulfciiis. If a conumttee reed ves a contribution that appears to
be pfohibited (a questionable contribution), it must follow the procedures below:

1. Within 10 days after the treasurer receives the questionable contribution, the
committee must eithen
• Return the contribution to the contributor without depositing it; or
• Deposit the contribution (snd follow the slept below). llGPRfti03.3(bXl).

2. IfthccciiimitteedcpcdtttheqiicstioMbkcontribu^
ruiidsaiidninstbeprepaiedtoiefuiKlthem. It must therefore majntafai sufficient
funds to make the refunds or establish a separate account in ft campaign
depository for possibly illegal contributions. 11CFR (103300(4).

3. The committee imist keep a written itcord
be prohibited and must include this information when reporting the receipt of the
contribution. 11 CFR§103.3(bX5).

4. Wlmin 30 days of the treasurers recdpt of the qiiestittiablec^
committee must make at least one written or oral request for evidence that the
contribution is legal. Evidence of legality includes, for example, a written
statement from the contributor explaining why the contribution is legal or an oral
explanation that is reconted by the conimittee in a nienx)nmduni. 11CFR
§103.3(0X1).

5. Within these 30 days, the committee must either.
• Confirm the legality of the contribution; or
• Reftaxl the contribution to the omtribi^

covering the period in which the refund was made. 11 CFR §103.3{bXl).



A review of contributions received by TFS resulted in the identification of 65 prohibited
omtibutioiu from 47 tiffed Of these prohibited
contributions:

• ITS rectiveddirectty 46 prohibited contribu^
these, 27 contributions, totaling $32.750. were from LLCs but lacked the
necessary documentation to establish that contributing entities are not treated as
(ttrponttau for tax puiposes, and 19, totaling ̂
entities. During the course of the audit, TFS provided photocopies of letters,
dated August, 2003, sent to the corporate entities that were returned by the
comributonackriowlea^ng their coiporatestatiis. Three of the letters were
letiinedtoTFSasundelivenble. Further, the Audit staff contacted the
appropriate Secretary of State's office to confinn the corporate status for the 19
contribution from corporate entities. None of the contributions have been

• In addition. TFS received 19 contributions from limited liability companies,
totaling $21,200,« pan of a transfer of proceeds from a Joint fundraiser
conducted by the Louisiana Victory 2002 Rind. Aa with the'other contributions
from LLCs, TFS records did not contain any notifications from these contributor!
stating they were eligible to make such a contribution.

At the exit conference, the Audit staff provided IPS representatives with a schedule of
the prohibited contributions. As part of documentation submitted subsequent to the exit
conference. TFS representatives confirmed that the 46 contributions ($43,400) received
were from prohibited sources. They further indicated that letters will be sent relative to
the other 19 contributions received from LLCs requesting their IRS filing status.

Interim Audit Kaport Hurommnndmttoii
Hie Audit staff recommended mat TFS provide evidence that the 19 contributions
($2i;8»)iectived as part of proceeds from a jota Absent
such evidence, IPS should have refund the $64,6X)0 in contributions and provided copies
(from and bs^) of each negotiated refund check. If funds were not available to make the
necessary refunds, the amounts due should have been disctosed on Schedule D (Debts
and Obligations) until funds become available to make the refunds.

I Finding 2. Receipt of Contribution* that Exceed Limits) I

A review of contributions from individuals and political committees identified S41
contributions, totaling $552,773, which exceeded the.contribution limits.. In some
instances the contributions were solicited after the election to which they relate but there

if some of thepoMfek prohibited comributioro ftomLLC's (limited liability corporation!) are
to hnt an IRS filing uatw of partnership and no KMBV prohibited, the Audk staff will

thm M possible Mirftii*T CMiiHHiitniii
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were insufficient net debts to allow TPS to keep the contribution. The Audit staff
recommended that TPS either provide evidence that the identified contributions were not
in excess of the limitations or refund $352,773.

Legal Standard
A. Anthorixed Cnmmlttmt Limtta. An aiidKxIzedconvninee may not reed ve more
than a total of $1,000 per election firon any one person or $5/X)0 per election from a
muJticandidate political committee. 2 US.C. f f441a(aXlXAX BXA) and (ft 11CFR
9*1 10.1(a) and (b) and 110.9(a).

B. HsndlliigGwtrilmtlou^^ If a committee receives a
contribution that appeals to be excessive, the committee most eilhen

^ • Return me questionable cheek to the donor; or
,_< • I^potit the check into its federal account and:
»-i o Keep enough money hi the account to cover all potential nsfunda; .
/••••) o Keep a written record explaining why die contribution may be illegal;
*r o Include this explanation on scriediile A if the contribution huu> be it^
3 before its legality is established;
° o Seek a leat^bution or a lederigMtion of trie excessive portion, M^
Jf irismictions rrovided m Comniission re

1 of reattribution and redesignation); and
o Iftheccinmitteedoesnotrecdveapfoperreattribi^

within 60 day* after receiving the excessive contribution, refund the excessive
portion to the donor. 110̂ 1*1033(0X3). (4) and (5) and
110.1(kX3XttXB).

C Gmtrilratioiis to Retire Debts. If an authorized candidate committee has net debts
outstanding after an election is over, a campaign may accept contributions after the
election to retire the debts provided mat
• The contribution is designated for that election (sirice an iindesignated contribution

made after an election counts toward the limit for the candidate's upcoming election);
• The contribution does not exceed the contributor's Until for the designated election;

and
• The campaign has net debts outstanding for the designated election on the day it

receives the contribution. HCFR$110.1(bX3Xi)and(iii).

D. Revised Regulations Applied. The Commission recently adopted new regulations
that allow committees greater latitude to designate contributions to different elections and
to reattribute contributions to joint account holders aixl hu decided to apply these
regulations to current matters. The Audit staff has evaluated the excessive contributions
discussed below using the new regulations.

FActaaadAnaljraia
Ms. Terrell participated in three elections in 2002; a primary that consisted of filing the
necessary papers to qualify for the general dection ballot, a general election, and because
rio candidate reedvednxxe man 50% c^ the vote in the general ekctim^ A



review of contribution! from individuals and political oomnittoes identified 541
contribution, totaling S552.7733, that exceeded the contribution limits for the primary,
general or runoff elections. In some cases the contributions wens received after an
election at a time when the Audit stiff determined u^ere were no nddebttovutinding.
The Audit staff noted that a significant portion of these excessive contributions resulted
from TTO receiving $3,000 contributions fromccmtributonarkr the general election.

• As of August 23,2002, the date of the primary election, the Aiidit staff calculated that
IPS did not have net debts outsttnding. The Audit staff identified ceitam contributor
checks dated and received subsequent to the primary electicn that were designated by
the contributors for that election. TFS received 70 such contributions totaling
$115,500. These contributions were not later ledesignated by the contributor to
another election and should hive been refunded. In addition, one excessive
contribution for $1,000 was received prior to the primary, which could neither be
reattributed nor ledesignated.

• As of November 5,2002, the date of the general election, die Ana* t staff calculated
that TFS had net debts outstanding of $157,802. The Audit staff identified
contributions totaling $430,750 received after the general election some of which
were designated specifically for the general election and some of which were the
undesignsted, excessive portions of run-off contributions that could be applied to
general election debt These contributions were applied to the general debt hi
chronological order until the debt was exhausted. A review of the remaining
contributions determined diet TFS received 63 contributions designated for the
^•M^^^^M! ^I^^HAft^^M ••flkVl^^lk ^hw^kAAflB^Afll ftk^ M^iBMh^^MA ^K^ft^htfl^k^l ftMfe ̂ ^^i^^B GlV^ ^^^ «B\^kXteA^general eiecuun, wnicn exceeuea me annum neeoco ID ICUIB me net oems
outstanding for the general election by a total of $68398. The remaining
imdeaignaied, excessive nm-offcontributi^
election debt are included in the excessive run-off contributions discussed below.

• The Audit staff determined that TFS had received 398 excessive contributions
totaling $367375 relative to the runoff election. These excessive contributions were
all received prior to December 7,2002, the date of the runoff election.

At the exit conference, the Audit staff provided TFS represeiitatives with a schedule of
die excessive contributions noted above. 11*5 representatives had no comment.
Subsequent to the exit conference, TFS staled mat they lack sufficient cash on hand to
make the refunds but would amend its reports to include all excessive contributions as
debts on Schedule D.

Interim Audit Report Recommendi
The Audit staff lecommended that TFS:
• Provide evidence that the identified contributions were either not exceisive or were

applicable to a net debt outsttnding for a particular election; or..

balances were MUuimdttChtfcoftfbuckm design
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• Refund 5552.773 and provide evidence of such refimds (copies of the ftont and back
of the cancelled checks); and

• If funds were IK* waUabfe to make the necessary re
in reports ID reflect the amounts to be refunded as debts on Schedule D (Debts and
Obligations Excluding Loans) until finds becoine available to make the refunds.

| Finding 3. Receipt of Bank Loan I

The Candidate loaned TFS $101,000 from the proceeds of a bank loan. The Audit staff
was unable to determine if die bank perfin^ia security inteiestm collateral for the
loan. The Audit staff recommended that TFS pro vifc
was property secured.

Legal Standard
LeamEidoded from the Definition efCenlrita^ The term "contribution" does
not include a loan from a Stale or federal depository iristitution if such loan is made:
• in accordance with applicable banking laws and regulations;
• in the ordinary course of business!
• on a basis which assures n^yment, as evidenced by a written instnin^
• bearing the usual and customary interest rate of the lending institution. 2 U.5.C

S431(8XAXvii); 11 CFR *100.7(bXll).

Gonmiission regulations ira
basis which assures repayment If the tendmghistinitionmakmg the loan has:
• Perfected a security interest in collateral owned by the candidate of political

committee receiving the loan.
• Obtained a written agreement whereby the candidate or political comuduee receiving

the loan has pledged future receipts, such as public financing payments.
• If these requirements are iiotinet, to Co^

ciicumslances on • case by case basis m determining whether the loan was made on a
- ' /hk* assured repaymeitt. 11 CFR |fil(».7(bXll)indl(X).8(bX12X

On August 2,2002, the Candidate obtained a $101,000 loan from Rut Bank and Trust
(PUT) which included a $1JOOO prepaid finance charge and had a maturity dale of August
2.2003. On Augutt 5,2002, the Candidate loaned
this bank loan. The loan was repaid by TFS with a direct payment to the bank on
December 16,2002, in the amount of $101358, which included $1358 in finance
charges. TFS provided the Audit staff with a copy of the promissory, note between the
Candidate and the bank that stales that collateral securing other loans with Lender may
also secure this note; referencing it as "cross-collateraliration." Further, a business loan
agreement submitted with the promissory note specifies the borrower is granting a
"continuing security interest" in any and all funds the borrower may now or in the future
have on deposit at FBT.
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The km documentation provided neither described the cdlttenU intended to secure this
Ion, nor indicated that such seemly fanciest had been perfected. The Candidate's
financial statement, presumably snbmttedispMartheippti(^onpn)cess(fai]ito
provide any specific information of other debts owed to FBT which could be subject to
"cross-collateilization." Further, the financial statement states the borrower has no
accounts si FBT. Therefore,it is the AudhmfTsopinion that the loan does not meet the
Commission's "assurance of repayment" standard.

At the exit conference, the Audit staff presented this matter to TFS representatives. No
questions or comments were posed by the representatives.

Q Interim Audit Report Rccommmidation
ut The Audit staff recommended that TPS provide documentation to show that the loan was
*~i secured with coHaienlihtt inures it|»ymw
*-, had been perfected; anoVor provide any comments it reels are relevant Such

documentation should hive included a descripticmaiidvaliiation of the collateral as well
as die balance of all other outstanding debt secured by such collateral.

| Finding 4. MissUtcment of Financial Activity |

TFSmiBStated receipts, disbursements, and the ending cash balance dining 2002. The
Audit staff recommended that TPS amend its reports to comet the nrfsstatements.

Contents of Reports. Each report must disclose:
• Theamoiirtofcashonhandatthebegraningandendoftherepcftingperi
• The total amount of receipts for the repotting period aiid for the calendar year.
• The total amount of disbursements for the repotting period and for the calendar year,

and.
• Certain transactions that require itemization on Schedule A or Schedule B.
2 U.S.C. |§434<bXl). (2). O). nd (4).

The Audit staff reconciled reported financial activity to bank records for 2002. The
following chart outlines the discrepancies for receipts! disbuncmentSi and me ending
cash balance on December 3 1,2002. Siicceedingpaiigriphsad^favutheivasonsforthe
nusstatements. most of which occurred during the pepod after the general election. TFS
representatives indicated that during that period the volume of activity and staff turnover
contributed to lapses in the data entry of some receipt and disbursement transaction .



12

IV.

O
lf\

•N

2M2 GuflpftlBB Adlf l(f

Opeaioi CMh Bdnee • July 19. 2002
Receipt.

Ending Cash Balance • December 31,2002

$0
$3379343

$2.760279

$633,564"

SO
$4,072.919

$3.721.153

$351.764

$0
5693,576

* 1— -!__._- __ 1
UINKiIIIICQ

S96CU76

$281.800
Ovcnliled

The undentnement of reocipto wu the net result of the following:

Trantfer from joint fiindiiiicr reported mconcctly (MC Finding 7) •
Contribulkmi from iwlitictlconunitteei not itpo^
Depoiitt which ippear not to have been FBported(iee Findings)
Unexpltined diffeienoei

Nd UndmtBtamnt of Receipts

The understatement of disbursements wu the net result of the following:

Payments to media vendor not reported H
Bank Loan Repayments not reported -i
Miscellaneous Operating Expenses not reported H
Disbursements Reported Twice
Disbursements Reported - Unsupported by Check or Debit
Memo
Reported Void Check
Unexplained Differences H

$302,000
157,500

. 134,597
405,713

8.76̂
$ 693^76

$ 685,000
301,422

3,006
9,000

15,000

12,834

$ 960,876

TPS misstated the cash balance throughout 2002 because of the errors described above.
In addition, m incorrect cash balance wu carried fbiwaid from the 30 Day Post Election
Report to the Year End Report which resulted in an overstateniem of the cash balance by
$14.500. On December 31.2002. the cash balance wu understated by $281,800.

At the exit conference, the Audit staff explained the misstatements and provided
schedules of the reporting discrepancies. TFS representatives stated their intention to
review the spreadsheets provided and expressed a v/illinpiess to file amended reports to
correct these misstatements.

This total does not toot; lee explanation of ending caih balance below.
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T«ttorf«a Audi* PapiM* ̂ iMMTt«?fMJifltll"*

The Audit staff recommended that TFS file amiended reports, by reporting period, to
correct the misstatements noted above, incliiding amended Schedules A and Has
appropriate.

Findings. Failure to Itemize Contribnttan* from
Individual*

A sample test of contributions revealed that TFS did not itemize 15% of the contributions
frorn individuals on Schedules A as required. The Audit staff recommended that TFS file
amended Schedules A. by reporting period, to disclose contributions not previously
iiM--lI—Jitennzeo.

Legal Standard
A. When to Itemfae. Authorized candidate wminiaeesmim itemi
from an individual if it exceeds $200 per election cycle either by itself or when

negated with other contributions from the same contributor, 2 U.S.C. ft434(b)OXA).

B. Election Cydc. The election cycle begins on the first day following the date of the
previous general election and ends on the date of the next general election. 11CFR
*100.3(b).

Eation of contributions received means that the
recipient committee discloses, on a separate schedule, the following information:
• The amount of the contribution;
• The date of receipt (the date the committee received the contribution);
• The fuO name and address of the contributor,
• In the case of contributions from hufividiialcoiiri^

and the name of his or her employer, and
• The election cycle-to-dale total of all contributions ftom the same contributor. 11

CFR §9100.12 and 104J(aX4) and 2 U.S.C. «434(bX3XA) and (B).

Facte and Analyala
Based on t sample review of contributions from inoUviduals, the Audit staff determined
that TFS did not iteniize 15% of such contributions on Sc^^ The
majority of these errors resulted from contributions that were part of December 2002
deposits not entered into the database TFS used to file its disclosure reports (See Finding
4, Misstatement of Financial Activity). On October 10.2003, TVS provided an up-dated
receipts database which included the missing contributions for the month of December
2002.

At the exit conference, the Audit staff presented this matter to TFS representatives who
had no questions or comments at that time. As part of documentation submitted
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subsequent to the exit conference, TFS stated it ii in the process of amending its reports
todisdofeaJlcxmttedhxiividualdonofs.

Interim Audit Report Reoommeiidmtton
The Audit staff recommended that TFS file amended Schedules A. by reporting period, to
coneet the deficiencies noted above.

Finding 6. Failure to Itemise Contributions from Political
Committee*

TFS did not itemize 80 contributions totaling $134,597 received from political
committees. The Audit staff recominended that TFS file amended .Schedules A
disclosing the contributions not previously itemized.

A. When to Iterate. Authorized candidate committees muit itemize:
Every contribution from any political committee, mganfleu of the amount; and
Every transfer from another political party committee, regardless of whether the
committees are affiliated. 2 U.S.C. ft434(bX3XB) and (D).

B. Definition efltemlzaikm. Itemization of contributions received means that the
recipient committee discloses, on a separate schedule, the following information:
The amount of the contribution^
The dale of receipt (the date the committee reed ved the contribution):
The full name and address of the contributor, and
Election cycle-to-date total of all contributions from the same contributor. 11CFR
55100.12 and 104.3(a)(4) and 2 U.S.C. §434(bX3XA) and (B).

A review of all contributions received from political committees identified 80
contributions totaling $134,597 which were not itemized on Schedules A of disclosure
reports filed by TFS. Similar to Contributions from Individuals discussed above, the
majority of these errors resulted from contributions that were part of December 2002
deposits not entered into the database IPS used to file its disclosure reports (See Rnding
4, Miastatement of Financial Activity).

At the exit conference, the Audit staff provided TFS representatives with a schedule of
the political committee contributions not itemized. TFS representatives stated they would
review the spreadsheets provided and make appropriate changes to TFS reports.

Lecomn&esidatioa
Hie Audit staff recommended that TFS file amended Schedules A, by reporting period,
disclosing the contributions not previously itemized.
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I Finding 7« Disclosure of Proceeds from Joint Fundnifting
I Activity

TFS failed to properly disclose the receipt of net proceed! from jam fumtraisrag activity
withLouisianaVictory 2002 Fund and TerrellVictofyCommittee. TheAuditsUft
itcommended that TTO file amended reports to ccincdy disclose these receipts.

Legal Standard
A. llMiilisrton of Contribute Participating
political comniitteei must report joint fundnising proceeds in accordance with 11CFR
102.17(cX8) when inch funds ire received from the fundnising representative. 11 CFR
§102.17<cX3XiH).

Etch paiticipating political committee reports its share of the net proceeds as a tiinsfer-in
from the fundnising representative and must also file t memo Schedule A itemizing its
share of gross receipts as contributions from the original contiibuton to the extent
required under 11 CFR 1043(aX 11 CFR 5102.17(cX8XiXB).

Faets suid Analysis
The Audit staff deteimined that TFS received a total of $420,500 in net proceeds from
joint fundniaing activity; $396,000 from the Louiiiana Victory 2002 Fund and $24,500
from the TerreU Victory Committee. Our review of these transfers noted the following:

• TFS did not report nor itemize transfers totaling ^5,̂
2002 Fund and $7,000 received from Terrell Victory Committee on Schedule A, line
12, Tnmsfers from Other Authorized Commits (See Finding 4)

• TPS incorrectly disclosed the 111101011 of a transfer received fhxnTenell Victory
Committee as $175,000, when the actual amount of the transfer was $17,500,
overstating reported receipts by $157̂ 00. (See Finding 4)

• TFS did not itemize its share of the gnMSiecdiiUucontributicins from the original
contributors as required on memo Schedules A for any c/the $420^ in transfers of
joint fundnising proceeds. TFS records did not contain this information. During
fieUwoffc, TPS obtained the information from both of the joint fundnising
4Uft^^MHMS)AAAA
COuIIIIIUCCI.

At the exit conference, the Audit staff provided TPS representatives a schedule of the
cfnittedtransfbsfirom joint fundraising activity nc^eda^ TFS representatives stated
their intention to re view the spreadsheets provided and expressed a willingness to file
amended reports to correctly report its activity.

Interim Aodit Report Reeosnmendi
The Audit staff recommended that TFS file amended Schedules A to disclose the receipt
of net fundnising proceeds, along with the required memo entries.
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Findings. Disclosure of Occupation and Name of
Employer

TBS did not adequately disclose occupation and/or mine of employer information for
1,173 contributioni from individual* tattling $812£85. In addition, ITS did not
denonaintte beat efforts to obtain, maintain and art Hie Audit ataff
recommended that TTO either provide documentation that demonatniea beat efltaa were
made to obtain the missing inftmnation or contact each contributor lacking die
information, tubmit evidence of such contact, and disclose any information received in
amended reports.

A. Required bfonnatioa for CbntribiitioBsf^ For each itemized
contribution from an individual, the committee must provide the contributor's occupation
andthenameofhiaorheremployer. 2 US.C.*431(13) and 11CFR 1*100.12.

B. Best Efforts Ensures Compttance. When the treasurer of a political committee
shows that die committee used best efforts (see below) to obtain, maintain, and submit
die information required by the Act, the committee's report aixl records will be
considered in compliance with the ACL 2 U.S.C. $43200(2X0.

C Definition of Best Efforts, The ttouurer and the committee will be conaideirt
have used "beat efforts" if the committee satisfied all of the following criteria:
• All written solicitations for contributions included:

o A clear request for the contributor's full name, mailing address, occupation.
and name of employer; and

o A stateinem that such reporting is reqtiired by Fed^ law.
• Within 30 days after the receipt of the contribution, the treasurer made at least one

effort to obtain the missing information, hi either a written request or a documented
oral request.

• The treasurer reported any contributor information that, although not initially
provided by the contributor, waa obtained in a fbl tow-up communication or was
contained in the committee a records or in prior reports that the committee filed
during the same two-year election cycle. 11 CFR §104.7(b).

The Audit ataff reviewed all contributions from individuals itemized on Schedules A of
TFS disclosure reports, which were in an amount or aggregate greater than $200 for
adequate disclosure of occupation and/or name of employer. The review identified 1,173
contributions from 939 contributors, totaling $812,585, that did not have an occupation
and/or name of employer disclosed property. Of the 1,173 errors identified, 1.080
(92.07%) were blank, disclosed aa "N/A" or "Information Requested" The remaining
errors (7.93%) consisted of incomplete disclosures (for example, an employer was
disclosed but no occupation). It was noted that ITS solicitation devices properly
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curtained a reqiiest for occupaticn arid nanieo^ However, the records
provided to the Audit naff did not contain my foltownip requests for the ousting
contributor information. Ai such, TTC does not appear to have made "beat effbrtT to
obtain, maintain and report occupation and name of employer information.
At the exit conference, the Audit itaff provided TTOrepremtatives with a schedule of
the individuals for which occupation and/or name of employer was not properly .
disclosed. TFS representatives stated they would re view die spreadsheets provided and
would file amended reports to correctly report this activity.

TTie Audit staff recommended that TFS take the following action:
• Provide documentation such as phone k^ retinned.coxilribiiltf

contributor contact information sheets or other materials which demonstrated that best
efforts were made to obtain, maintain, and submit the required disclosure
information; or

• Alisert such a demonstration, TRahot^
individuals for whom required reformation is imssmg or incomplete, provided
documentation of such contacts (such as copies of letters to the contributon and/or
prK>nelogs)(andarnendedittreporutodisck)seanymfoiTnationob^

I Finding 9. Failure to Ffflc 48-Homr Notices

TFS failed to file 48-hour notices for 77 contributions totaling $106,100. The Audit staff
recommeiiMwatTFSprovifeevideim

Legftl Standaxd
Ls^MmnteOmtribatioiis (48-Hour Notice). Campaign committees must file special
notices regarding contributions of $1,000 or more received less than 20 days but more
than 48 hours before any election in which the candidate is running. This rule applies to
all types of contributions to any aittrtorizedcomrninee of the candidate. 11CFR
1104.5(1).

The Audit staff reviewed those contributions of $1.000 or more that were received during
the 48-hour notice filing period for the primary, a^neta! and funoff elections. TFS failed
to file 48-hour notices for 77 contributions totaling $106,100 as summarized on the next
page.
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NJ
•H
Ifl

EtectkmType

Primary
Genenl
Runoff

48 Hoar Notfcei Nat F1M

Number of Nolk»
1
6
70

77

Total
$1.000
$6.000
$99.100

$106.100

At the exit conference,-TPS was provided • schedule of the 48-hour notices not filed.
TPS representativef stated they woald review the spreadsheets and provide additional
documentation ttutt would reduce the number of enon.

Interim Andtt Report Recommoidmtlon
The Audit staff recommended that TFS provide evidence that 48-hour notices were
timely filed or submit any written comments it conaiden relevant

o
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